
FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

JAN I - 2008

VIA CERTIFIED M^fl^pETURN RECEIPT REQUESTED

D.

lahoma City, OK 73159

RE: MURS962
Kyle Loveless
Ernest Istook
Istook for Congress
James R. Hale, in his official

capacity as treasurer

Dear Mr. Loveless:

In the normal course of carrying out its supervisory responsibilities, the Federal Election
(the "Commission") became aware of information suggesting you, Ernest Istook,

Istook for Congress afar Friends of Ernest Istook, and James R. Hale, in his official capacity as
treasurer, may have violated the Federal Election Qunpaign Act of 1971, as amended (the "Act11)
and provisions of the Commission's regulations. On December 21,2007, the Commission found
reason to believe mat:

o Kyle Loveless violated 2 U.S.C. § 439a(b) by using campaign funds for personal
expenses;

o Ernest Istook violated 2 U.S.C. § 439a(b) by using campaign funds for personal
expenses;

o Istook for Congress and James R. Hate, in his official capacity as treasurer violated 2
U.S.C. § 441b(a) by accepting apparent prohibited contributions;
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o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 441a(f) by accepting contributions in excess of the limitations of the Act;

o Istookfbr Congress and James R. Hale, in his official capach^ as treasurer violated 2
U.S.C. § 439a(b) by using campaign funds for personal expenses of the Candidate;

o Istook for Congress and James R. Hale, in his official capacity as treasurer, violated 2
U.S.C. §§ 432(cX5), 434(bX4), 434(bX6XA) and 11 C.F.R. § 104.3(b) by failing to
keep an account of and report certain disbursements in its disclosure reports regarding
the embezzlement by a campaign worker;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 434(b) by misstating its cash on hand, receipts and disbursements in years
2003 and 2004; and

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 434(a) by foiling to file required 48-hour notices.

Enclosed is the Final Audit Report that sets forth the basis for the Commission's
determination*

We have also enclosed a brief description of the Commission's procedures for handling
possible violations of the Act In addition, please note that you have a legal obligation to
preserve all documents, records,itn^ materials relating to ft"f matter until such time as you are
notified that the Commission has closed its file in this matter. See 18 U.S.C. § 1519. In the
meantime this matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4XB) and
437g(aX12XA), unless you notify the Commission in writing that you wish the investigation to
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If you intend to be represented ty counsel in tills matter, pleaie advise the Commission
by completing the enclosed Designation of Coiinsel form stating the name, address, and
telephone number of such counsel, and authorizing such counsel to recerve any notifications and
other communications from the Commission.

We look forward to your response.

o
oo

Sincerely,

David M. Mason

Enclosures
Final Audit Report
Procedures
Desijmation of Counsel Form

cc: Istook for Congress
Ernest J.Istook, Jr.



Report of the
Audit Division on
Friends of Ernest Istook
January 1,2003 - December 31, 2004

Why the Audit
WAS Done
Federal law penniti the
Commission to conduct
audits and field
investigations of any
political ffffffrcn'ttee Iff**
required to file reports
under the Federal

(the Act). The
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold

substantial compliance
with the Act1 The audit
determines whether the
cooomixteo
the limitations,
prohibitions and

of me Act

Future Action
The Commisirinn IMV
initiate an enforcement
action, at • later time,
with respect to any of the
matters discussed hi this
report.

About the Committee (p. 2)
Friends of Ernest Istook (FOEQ is the principal campaign
committee for Ernest Istook, Republican candidate for the U.S.
House of RepTrjMitatives from the state of Oklahoma, 5th

District FOEI is headquartered in Oklahoma City, OK. For more
information, aee chart on the Campaign Organization, p. 2.

Financial Activity (p. 2)
• Receipts

o Contributions from Individuals
o Contributions fiom Political

Committees
o Oflhets to Expenditures
o OtherReceipts
o TotalReceipts

o Operating Expendituret
o Refunds
o Contributions to Other

Committees
o Total Disbmnenients

$890,840

799/170
22,495

1,165
$1,713̂ 70

$ 1,125,484
7,000

277,100
$1,409,584

Findings and Recommendations (p. 3)
• Receipt of Prohibited Q»itnl)utiona (Finding 1)
• Receipt of Excessive Contributions (Finding 2)
• Personal Use of Campaign Funds (Finding 3)
• Misstatemerit of Financial Activity (Finding 4)
• Disclosure of Receipts (Finding 5)
• Disclosure of Disbursements (Finding 6)
• Reporting of Debts and Obtigations (Finding 7)
• Failure to File 48-Hour Notifications (Finding 8)
• Untimely Deposit of Contributions (Finding 9)
• Disclosure of Form 3Z-1 (Finding 10)

1 2U.S.C.J438Xb).
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Parti
Background
Authority for Audit
This report is toned on an audit of the Friends of Ernest Istook(FOEI), undertaken by the
Audit Division of the Federal Election Cotmm'smon (flip Commission) in accordance with
the Federal Election Campaign Act of 1971, u unaided (the Act). The Audit Division
conducted die audit punuant to 2 U.S.C. {438(bX which permits the Commiision to
conduct audits and field investigations of my poEtical committee that is i^nired to file a
report under 2 U.S.C {434. Prior to conducting any unfit under thii subsection, the

mnt± parferm an internal rtmtur of report* filed hy •eteetad eMmnifteea
dffflpyiina if the MpotiB filed by a particular flmmn'ttipp tnffft flic tKupghftM reouiienients
for aubrtantial conq>liMicc with the Act 2 U.S.C. §438(b).

Scope of Audit
This audit examined2:
1. The receipt of excessive contributions and loans.
2. ine FBoetpt of contributions nom pfohflnted souces.
3. The disclosure of contribution! received.
4. The disctosiire of disbunements,
5. The consistency between reported figures and bank records.
6. The completeness of records.
7. Other committee operations necessary to the review.

aThuraditHbMedoaiq)OCtifikdpriortowbenFOEIwuiiotifi^ The
review of amended reports fifed on Angurt 29,2005 indicitetlbitFOHGOireclBdiomBoflbenpQftiiig



PartH
Overview of Campaign

Oflinpaign Organization

Important Dates
• Date of Registration
• Audit Coverage

Headquarters

BaakUfonnatkMi
• Bank Depositories
• Bank Accounts

Treasarer
• Treasure When Audit was Qmducted 1
• Treasurer IXiring Period Covered by Audit

• Attended FEC ̂ Taign F™»«»«^ Senri'nar

• Used Commonly Availfibfo Campaign
Management Software Package

• Who Handled Accounting snd Recordkecping
Tasks

Friends of Ernest Istook3

May 14, 1993
January 1, 2003 -December 31, 2004

Oklahoma City, OK

3
2 Checking and 1 Money Market

James R. Hale
James R. Hale

No
Yes

Paid Staff

(Audited A

Cash on hand ̂ Janury 1,2003
o Contrnmtionsfiom Individuals
o Qnrtributioas from Polhical Comnuttees

o O^wr Receipts
Total Recdpto
o Operating Expenditures
o Refunds
o Contributions to Ottierl^liticdC^nmixttees
Total Dtsbanemeats
Cash cm hand® December 31, 2004

mounts)

$4y470
890.840
799,470
22,495

1.165
$1.713,970

1.125.484
7.000

277.100
$1^409^84

$308^56

3FOEIchuigeditB]iuiietDlitookfbrO)ogressoaSqitember30,20^



Partm
Summaries

Findings and Recommendations
Finding 1. Receipt of Prohibited Contributions
FOEI received contributions totaling $1 1,825 from oofpontions, limited liability
coinpames(LLC% and a labor organization. Gutributioiisframiiii^^
from LLCi that elect to be treated as coqx>ntions under niS rales are prohibited. FOEI
untimely refunded $8.075 of these contributions. la response to the interim audit report
recommendation, FOEI provided copies of additional negotiated rcfî
$2,750 and provided evidence that one of die oontzibutions was ziot prohibited. Asa
result, the amount of prohibited contributions received by FOEI was reduced to $10,825.
(For more detail, see p. 5)
•
Findings. Receipt of IBgrniistvm Contribution*
A review of contributions from individuals indicated that FOEI failed to timely resolve
excessive contribution totaling $59,100. Most of these excessive contributions resulted
ftomimpiopffvedeiignatî  FOmratimdy refunded $57,100 of

tributions. In response to 1he«"*
mat they have issued refund checks for the remaiimigtt,000 and wiU provide copies as
soon ss die checks clear the bank. (For more detail, see p. 6)

Findings. Personal Use of Campaign Funds
The Audit staff identified expenditures totaling $8,936 paid by FOEI for what appeared
to be personal CTJMHIHMJ. Of this •niw|t1 me n*nHi^afe «nd the «*-*»«p»ign manager
reimbursed $2,615 to FOEI prior to the interim audit report In response to the interim
audit report recommendation, FOEI provided a copy of a negotiated reunbursement
check from the Candidate for $3,1 89 and a signed statemert from the canniaign manager
acknowledging that expenditures totaling $1,135 were for his penonal use and would be
reimbursed to FOEL For me remaining amount $1,997 ($8,936-$2>61S-$3t189-$l,135),
FOBI provided evidence that the expenditures were not for personal use.

m addition to the amounts above, FOEI identified unauthorized expenditures made by a
canq>aign worker totahng $30^04 that were paid with canq>aignfiinds. The campaign
worker was apprehended and prosecuted. Tlie bank partially reunbuned FOEI fordwcks
processed witii a fidae signature. No further comments were provided with regard to this
matter. (For more detail, see p. 9)

Finding 4. MiMtetement of Financial Activity
FOEI had material misstatements of lepoitedactrvhymtoA yens covered by me
In 2003, FOm understated hs disbursement*, m 2004, FOm understated it receipts and
disbursements. As a resuft of these misstatements, FOEI also r

in both years. FOB! fi^^ Mni|ffti4ftd Mportu nftcr notification of the audit
that corrected the misstatement of iccdptsm 2004; however, dubursementsm both years
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In response to the interim aiidh report
a «imiM ha fiUd Ky M«y ** ,

coirect the remaining misstatements. (For more detail, see p. 14)

Finding 6. Disclosure of Receipts
A review of contributions from political committees revealed FOEI did not accurately
disclose the required information. POBI filed amended reports after notification of the
audit that inaterially corrected the disclosure of theae items. (For more detail, see p. 18)

Finding 6. Disclosure of Disbnisements
A review of disbursement nvealed that FOBI fidled to di^^
the required infonnatioiLroEI filed amended repo^
corrected some but not all of the disctosure discrepancies. In response to the interim

"OF" f****1 flint iff™*
31, 2(XX7 to coiroct me disclosure of disbiinements. (For more detail, aee p. 18)

Finding T. Hmport^^g of Debts wid OMUgsitloi
A review of operating expenditures revealed that FOEIfinled to report debts and
obligations owed to six vendors. In response to the interim aiKh^nport recommendation,
FOBI stated that amended reports would be filed by May 31,2007 to correct the reporting
of debts and obligations. (For more detail, aee p. 20)

Findings. Failure to File 48-Hour Notifications
FOBI railed to file 48-hour notices prior to the general election^ 20 contributions
totaling $26,250. Tn nmpnnm* in Hi* mfa-rmi «iu«f HBp«rt MianmfiMnilatiftn tlm PORT

ticasorer provided a statement wfaciein he acknowledged mat
filing of 48-hour notices may have not always been followed. (For more detail, see p. 21)

Finding 9. Untimely Deposit of Contributions
A review of MntribntJQ"? wwahd FOBI did not timgiy dcpoiit contributor checks. In
response to the interim audit report recx)mmend>dori,titoFOEI treasurer provided a copy
of a previously submitted statement wherein he acknowledged that procedures to ensure
the timely deposh of contributions ira^ (For more detail,
seep. 22)

Finding 1O. Disclosure on Form 3Z-1
FOEI filed Form 3Z-1 (Conaoh'dation Report of Gross Receipts for Authorized
Committees) with hs 2003 July Quarterly and 2003 Year End Reports but did not
diffcVpse fee conTBCt finaiwcial i^^hirnnrt^ff" In response to me interim audit report
recommendation, the FOEI treasurer provided a copy of a previontly submitted statement
herein lie explained that the error was due to a misundentandingofthenewfiUng
VBflUHflDBflDftflOflDlfltflwOMl̂ flCVODOfî EtllDCQVO0DflW6XttOaVOOODODJIADCO* CJiOflT

detail, see p. 23)



Part IV
Findings and Recommendations

| Finding 1. Receipt of Prohibited Contributions

FOEI received contributions totaling $11,825 from corporations, limited liability
companies (LLC), and a labor organization. Contributiont from unions, ooipontions and
from Uj& that elect to be treated as corponriou under ̂  FOEI
untimely refunded $8,075 of these contributions. ID response to the interim audit report
reramrnrnriation, FOEI provided copies of additional negotiated refund checks totaling
$2,750 and provided evidence that one of the contributions was ixrt prohibited. Aaa
result, the amount of prohibited contributions received by FOBI was reduced to $10,825.

A. Itoa^afFrahlbltedGntribattou^ Candidates and
committees may not accept contributions (in the form of money, in-kind contributions or
loans):

1. In the name of another, or
2. From me treasury funds of the following prohibited sources:

• Corporations (this means any incoiporated organization, including a non-stock
corporation, an incorporated menumship organization, and an incoipon^
cooperative);

• Labor Organizations;
• National Banks;
• Federal Government Contractors (mchio^

proprietors who have contracts with the federal government); and
• Foreign Nationals (including individuals who are not U.S. citizens and not

lawfully admitted for pennanentierideo^c; foreign govetiiuicnto and foreign
political patties; and groups organized under the laws of a foreign country or
groups whose principal place of business is in a foreign country, as defined in
22U.S.C. §611(b)). 2U.S.C §§441b,441c,441e,and441f.

B. DeflBh^n of Limited UabDfty Company. A limited liibility company (LLC) is a

established. 11 CFRJ 110.1 (gXl).

C AppUcatkwoflJiiiltaudPlraaA A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
nyftm^ m* aarplama^ ^rinw^

1. LLC as Partnership. The contribution is considered a contribution from a
partnership if the LLC chooses to be treated aa a partnership under Internal
Revenue Service (IRS) tax rules, or if ft makes no choice at all about its tax status.
A partnenhip contribution may not exceed $2,000 per candidate, per election, and
it must be attributed to each lawful partner. llCFR{110.1(a),(bX(c)snd(^(2).



2. LLC as Corporation. The contribution is conrid^
and is barred under the Act— if the LLC chooses to be treaW as a corporation
under I^rde^ or if its shaiw are traded publicly. 11 CFR}110.1(gX3).

3. LLC with Single Member. The contribution is considered a contribution fiom a
single individual if the LLC is a smgle^neinber LLC "*•* has not chosen to be
treated as a corporation under IRS ndes. HCFR§110.1(gX4).

•tote mod Aneljeie
FOEI accepted 24 contributioiistotaJing SI 1,825 from ap^ Of
these, 19 contributions totaling $7,075 were from corporations, 4 contributions totaling
$1t7*ft wan fenm I J/̂  onH $1 |OnO wa« frnm • Wai mAin nr

contributions from corporatk>ns, the Audit staff verified the (x^^
entities at the time the contribution was made wim the OUahoma's Secretary of State.
For nose contributions from IJrCti FOEI could not itfinffnttrBlft whettier the entities
weretaxedasacorpontionorapartaershipunderlfaer^
Service(IRS). If the entities are treated u corporations by me IRS, their contrwutions
lepiesemprolulntedcoiporate contribution^ ft should also be noted that FOEI did not
establish a separate account for quest^
sufficient balance m its bank account to refund me prohibited contributions.

This matter was discussed with the treasurer at the exit conference. Hie Audit staff
provided a schedule of the apparent promT>ited contributions. Inresponse,me treasurer
untimdy refunded $8,075. For me apparent promoted contributions fi
$3,750, the treasurer provided copies of letten sent to the LlX^reojtestmg mat they
verify their tax fiKng status.

Interim Andit Report ReoommendAtion sod Committee Reeponee
The Audit staff recommended FOEI take the following action:
• Provide evidence denxmstrating mat me remaining contributions t^^

not proml)ited\ or were timely refunded. Such evidence should have included
documentation itiHiMfitw their filing status with the IRS or copies of the front "^
back of timely negotiated refund checks; or

• Refund $3,750 to the contributors and provide evidence of siich refunds (copies of
front y^ beck of negotiated refund checks)! or

• If funds were not available to niakenecessfoy refunds, o^
r^piifing refunds on Schedule D (Debt ami Obligations) until funds became available
to make me refunds.

In response to me interim audit report recommendation, FOEI provided copies of
additional negotiated reflmd checks totaling $2,750. FOEI also provided evidence mat
oneofmecontributk>nswasnotpix)m1iited. As a result, the amount of prohibited
coooibim'oiisiecdvedbyFOmwasiediicedto$10^25.

| Finding 2. Receipt of Bacceejdve Contribution* _

A leview of contributions from inm'vid^
excessive contributions totaling $59,100. Most of these excessive contxibim'oiu resulted



FOEI untimely refunded $57,100 of
these copuibutions. In response to the interim nidit report lecommendatioii, FOEI itited
that they hive issued refund checks for Ifae remammg $2,000 and will provide copies as
soon as the checks clear the bank.

A. AvthoriiedCoBmlttee Limits: An auniofizedcofmnittee may not receive more
man a total of $2,000 per election from any one person. 2U£.C.§441a(aXlXA)andll
CFR§110.1(a)and(b).

B. H ladling ContrBmttoas That Appear Excessive. If a committee receives a
contribution that appears to be cxcesrive, the cxiinmittce must citfaen

• return the ouestioiiable contribution to fl^ donon or
• depontfhe contribution mto

aoopimt to cover aU potential refunds ytii the leflality of ftp contribution is
established. 11 CFR {103.3(bX3) and (4).

The excessive porb^ may also be redesignated to another
another contributor as explained below.

C HniifBlsjpathMi of Excessive Contrflmtioas. The committee may ask the contributor
to redesigDate the excess portion of me contribution for use manou^er election,

• The committee must, within 60 days of receipt of the rontribim'on, obtam and
retain a signed redosignstion letter which inaWis the contributor that a reiu^
me excessrvepoftion may be requested; or

• refund me excessive amount 11 CFR {§110.1(bX5), 110.10X2) «nd 103.3(bX3).

Notwithstanding the above, when an authorized poh'ticalconnnittee receives an excessive
contribution ftom an mdlvio^
piesumptively ledesigoate tiie excessive portion to the general election if the

• Is made before that candidate's primary election;
• Is not designated mwrra^ for a paiticulardection;
• Would be excessive if treated as a priniary election contribution; and

limit.
Also, flie committee may presumptively redesignate die excessive portion of a general
election contribution back to the primacy election if the amonntf rcdiOBtRni>t^ does not
exceed the committee's primary net debt position.

The committee is required to notify the contribute m writing
6X) days of tbo tceasunr's receipt of the contribution andnmst ofibr the contributor the
option to receive a renmd instead Forthisa^ontobevah^thecoinmitteemiistre^
COpieS Of the notices Sent PBummjitivft t«A«i gn*tinnm apply nnly witlmi Ilia m*m*

election cycle. 11 CFR {110.1(bX5XiiXB) ft (Q and OX4Xii)-

D. Reattribotiofli of Excessive C t̂ributioBS. When an authorized committee receives
an excessive contribution, the committee may ask the contributor if me
intended to be a joint contribution ftomnxire man one person.
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• the committee must, wifhm ft
retain a reattribution letter signed ty esch<x)ntributor;or

• refund me excessive contribution. 11 CFR }§1 10. l(kX3), 110. 1(1X3) and
103.3(bX3).

Notwithstanding the above, any excessive contribution that was made on a written
instrument mat is hnprinted with the names of more man one i
among the individuals Gated unless instnictedoAerwisebythecontributor(s). The
committee must inform each contributor

• how the contribution was attributed; and
• that the contributor may mstead request a refund 11

CFR§110.1(kX3XiiXB).

A review of contributions from individuals mdcates that FOEIMed to timely resolve
excesnve contributions totaling $59,100. Of these, FOEI ram^y refolded $7,000 of
the excessive amount prior to the audit ft should te noted that FOBI maintained a
sufficient balance in its bank account to refund me excessive contributions. Most of the
excessive contributions were received prior to the primary election and are ra
one of the following 3

Contribttkm by check with two names impriited- FOEI failed to timely resolve
excessrve contributions totaling $18,600. These contributions were identified as
excessive because they were made by a cheek imprinted with two names and signed by
only one of me individuals. mnx>st cases, FOEIamibuted the contribution to both
individuals whose names arc imprinted on the check or d<Mgniitcx1 the contribution to a
single contributor for bom elections. Such action requires that within 60 days of me
contribution, FOEI obtain a signed reattribution OT
inform the individuals of how the contribution was r^esurnptivdy reattributed or
redesignatedarkloffo a refund of me excessive rjo^oiL FOEI did not provide any
records relating to mcredesigrurtion or reattribution of these contributions. As a result,
the entire amount of the contribution was attributed by the Audit sta^ to the individual
that signed me check.

ContribatioBi by check wKh one uune Imprmted- FOEI failed to timely resolve
excessive contributions totaling $40,5 00. These contributions were identified as
excessive because they were made by a check miprmtedwim one name and m most cases
we» either designated by FOEI to bom elections or were attributed by FOEI to two
mdividuals. Such action re<nrires that wimm 60 days of the contribution, FOEI obtain a
signed reattribution or redesignation from me contributors or inform me indivio^
hirw
portion. FOBI T***?** M$ ««* iMlnfe • •ignPirl wrfariflMtiMi nr • •ignafnrn. ft

secc^inblndnal acknowledging mem as an acc^^ Records also did not
mclude notification to inform mdrvidiialsofhowtheccimibutionwasrAesumptively
redesignated. As a result, me entire amomit of me contribution was attribio^
Audit staffto the individual who signed die check.



This matter was discussed wim the txcasira The Audit staff
provided a schedule of the excesuve contributions. m response, the treasurer imtmiely
refunded $50 ,100 and indicated that the excessive poitioo from two oontributontotau^
$2,000 was tmiely refunded or reattributed.4 However, documentation to support such
action taken for the contributions from mese two mdividuabwai not provided.

The Audit staff recommended that FOEI:

• Provide evidence demoiistiatm^
$7,000) in contributions were not excessive. Such evidence should have included,
but not be limited to, documentation mat the cxnitributocs were notified ma timely
manner of the actions taken by FOH or mat the excessive contributions were timely

or reattributed* or
• Refund fheiemamfag$2,OM

refunds (copies of front and back of negotiated refund checks); or
• If funds were not available to make necernary refunds, disclose the (xintributioos

requiring refunds on Schedule D (Debt •*•*! Obligations) until funds become available
to make me refunds.

In response to the interim audit report rgffi*4nniffl^f<*nint FOEI stated mat they have issued
refund checks for the teniaining $^0(X) and will provide (x>pies as sooo as the checks
clear me bank.

| Finding 3. Perrsonal Use of f^mr**tnTund* _ I

The Audit staff identified expenditures totahng $8,936 paid by FOEI fiw what appeared
to DC nersonal exoenses. tyf uiis amount* do Ca^noiflate andi tne canooautn manafler
idbrnbuned $2,615 to FOH prior to temterim audit report m response to me interim
audit report recommendation, FOH piovided a copy of a negotiated rambunem

acknowledging mat expenditures totalmg $1,135 were £br his personalia
reimbursed to FOEL For me remaming amount $1,997 08.936-$2y61S-$3,189-$1.13S),
FOEI provided evidence that the expenm'tures were not rarperrKinal u

In addition to the amounts above, FOEI identified unauthorized expenditures made by a
cainpaign worker totatog $30.504 that were paid wim campaign finds. The campaign
woite was apprehended and prosecuted. The bank parbiuly reimbursed FOEI for die
prOCeSSed Wim a fidse Signature. V« fintfiar en«mie«ta wampi«inHaH with r«gatri fn tfii'«

nutter.

A. UscofCampalgBl^iBMls. Using campaign funds for personal use is prohibited. 2
U.S.C.§439a(bXl).

tollCFR5110.1(^(3XnXBtO]).
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B. Penoaal Use Defined. Penonal use is defined as any use of iunda in a campaign
account of a present or tenor candidate to folnll a commh^ment, obligation, or expense
of any penon that would exist irrespective of the candidate's campugri or duties as a
Federal officeholder . llCFR{113.1(g).

giil«tiHM K«f • irnmhgr of pntpnMa that wniiM ennah'tnte paronnal nm*p*r

J*. This includes but is not limited to the use of campaign funds for:
• Household food items or supplies;

• Clotting other man items of demuumis value used m the campaign such as T
shiits or caps;

• Tuitions payments;
• Mortgage lent or utiHty payments;
• Admission to sporting events, concerts, theaters, or omer form of entertainrnent

unless part of a specific campaign or officeholder activity;
• Dues, fees or gratuities atacouitrychib,heahlidub,recreri

nonpou'tical organization; and
• Salary payments to a family member (unless the fimiily member is providing bona

fide services). 11 CFR§ 113.1 (gXlKO-

Where a specific purpose is not Usted as personal use, the Commission makes a
determination, on a case-by-case basis, whether an expense would &U within the
regulation's definition of personal use. Examples of such other uses include:

ssi •sJaJs^sjl AVVv^slviSMK^B

• Travel expenses;
• Vemckexpenses. UCFR{113.1(gKlXii)-

C Mixed Use. For those uses of campaign funds mat involve bom personal use and
either campaign or office-holder activity, me conimhteemustmaintama
contemporaneous log or other record to documem me dates and expenses related to the

use of campaign funds. The log mutt be updated whenever campaign funds are
used for personal expenses rather than for campaign or officeholder expenses. 11CFR
§H3.1(gX8).

D. AdvboryOplBloB 2001-3. Based on the drcumstances presented m Advisory
Opinion 2001-3, the Commission ruled that the use of a canmaign vehicle for personal
purposes that is equal to 5% of the vehicle's annual mileage is tfomJnlmb and would not
require reimbursement to the committee.

A. FfnesulUse. During me review of disbursements, the Audit staff i
expenditures totahng $8,936 paid by FOBIfor what appeared to be personal
The expenditures mctoded items flut appeared to constitute personal use/wig under 11
CFR §113.l(gXlXO and expenses that reqimiedadetennmationonacasebycasebasis
aa to whether the expense would fall within the regulation's definition of personal use.
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Also included sic certain personal expenses that were originally paid by FOEI and
subsequently reimbursed by the Cando^ and campaign manager.

1. Disbursements totaling $2^04, for items spec^
constituted personal use ̂ erjt. These expenses inchuiedBroadVay theatre ticket

football tickets ($1,604).

•neb
required a determination on a case-by^asebasu as to whether the expense fisll within
the regulation's definition of penonal use. The Audit staff considered, among other
things, the geographic k>cation (thcOnididate's home state, Washiiigton, DC, or
other locations) where the transactions occuncd and te
senfices. Certain expenditoica wu^ considend iioiKimii|Miisjn related based on the
tjpe of aq>en8es and the lack of documentation verifying
oflSceholder related. TVfft fflr*fHitwfts rmprirhig • d^tmifffltiftn im « rrnim^ry-flssfl
basis are discussed below:

• Between Februtry 13,2004 giidl>»einbcr 3 i,20M^
associated wifli a leased vehicle. These costs consisted of the vehicle lease,
insurance, maintenance, and fuel The regulations at 11CFR §113. l(gX8) state
that when campaign funds are used for expenses mvohing personal use, as well
as campaign-related or officeholder use, a contemporaneous log or olAerr0oo/v/
must be kept to document dates and expenses related to me personal use of tiie
campaign funds. While FOEI did not keep a contemporaneous log of me
mileage and use of the vehicle, the Committee prepaied a log, in response to an
exit conference, based on the candidate's day-^o^y schedule for the time in
question. FOEI acknowledged that it codd not oV>aunentaU of m^
useofthevehide,bmmamtamedmatitii8edthevehid
related or oflBcehoUer activity, and 15H for personal reasons based on the
mileage driven. PACT*. O^IMIUIJ^ irrl***** •" ^nf̂ afM.!!* far ******* »tio» w^r*
not pre-schednled and for which the Committee had no supporting
documentation.5 With respect to the 15% vehkle use for penorial reasons, FO
hrfieinBd Hhmt antng pe«nnal me waa panmi««iM<i M Irmg M it WM He minitnia

Absent documentation or other pertinent information snffident to siipport the
10% added by FOEI for nnarlieduled campaign-related or officeholder activity,
the Audit staff recalculated the vehicle iisage as o^cuniented for each use. Based
on documented usage, me Audit staff o^teniimedtiwt me vehicle was used 80%
for campaign-relBted and ofn^ehold^ activity and 20% for personal reasons.
Applying these ratios to the $8,033 in costs associated with the leased vehicle,
the Audit staff concluded that $1,607 of the costs were for personal use.

Wim respect to FOETs understanding mat penonal use of the vehicle was de
mmimis, me Audit staff oonehided mat the 15% use of the vettde for personal

1 The CmdiditettKtpd: "Became tint idKBdalcdoes apt <lncninnitevtrylfaingldidonttoiediy»--bot
viiKe^B^
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beyond what the Commission has previously considered as de

• Between December 29, 2003 and January 5, 2004, FOEI paid $1,861 for coals
incurred by the Candidate and hii ton in comiecfonwim a trip to New Orleans
for the Sugar BowL Time costs coiiaisted of airte 01^
car rental ($161), and meals ($146). No invoices, receipts, ininutes of
agendas, or itineraries were available to doannent that these expenses were in
cofmectionwtti a campugn or officeholder rel^

The Audit staff discussed these expenses with FOBI at the exit conference and
they provided the following response, "A significant campaign fundraiser was
planned to take place at the Sugar Bowl game, where the University of
Oklahoma and L-S-U were playing for the natioodtffle, attracting tens of

The original plans included a
fundnrising event or two, fact finding trips to the Port of New Orleans and the
nearby commercial and military shipbiuid^yaids,phu a speaking engagement,
with his sco... accompanying him to assist (These visits were in connection
with the Congressman's chairmanship over Customs and shipping issues and
govennnert shipbuilding programs.) Anangementsfortheftmdraisingaiid&ct
finding portions fell apart at a late date (TTiey were rescheduled and occurred in
August), but the speaking engagement (to a large crowd of Oklahomans)

Absent documentation or other pertinent mformation sufiBcient to support that
these expenses were for campaigiMelatedorofficehokleractivhy^
maintains that mese $1,861 m expenses paid for by FOEI were for personal use.

Between May 2,2003 and June 16,2Q04> POEI paid $649 for various items
where no invoices, receipts, minutes of meetings, agendas, or itmeraries were
available to document that these expenses were m connection wim a campaign
or orBcehokler related event The majority of these expenses were incurred
outside the Candidate's home state or Washington, DC. These items included a
meal at a New Yak (Sly restaurant (S288X airfiro to Mimeapolis-St Paul for
the Candidate's wife ($124), computer supplies piirchasedrn Alexandria,
Virginia (II15), gasoline purchased en route to a University of (Mdahoma(OU)
vs. Umversity of Texas football game ($35), and flowers purchased in Oklahoma
City ($87).

In its response to the exit conference, FOEI stated that the meal at a New York
Gryrestaiii^wasafundraisingevert
Ctangivtsnian, but did not provide diM'r^niiffitstiiftn hi support of tins fundraiser.
Additionally, FOEI conceded that it was unable to locate otornientation to
sin^x>rtchar^ for the airn^ computer su^ FOEI stated that
the florist charge was evidently made by me campaign manager while the

p was tiy^^g FSnaiiy^ FOPT ff"**^ ^y* flig gasftlip* ̂ w pirffhamd vn

•See AO 2001-3
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a Texas trip for meetings at the Oil-Texas game, but did not provide
documentation in support of these meeting!.

Absent documentation or other pertinent infonnaticflsuffidert
these expenses were for campaign-ielited slid official business, the Audit staff
maintains that these $649 in expenses paid for by FOEI were for personal use.

3. Finally, the Audit staff identified acktitioiiil disbrnwrnents, totaling $2,615, which
were subsequently reimbursed by fee Candidate and the canqNugn manager in
response to me exit conference. The Candidate reimbuned FOEI for expenses
totaling $1,597. This included $760, primarily for charges made (and paid for by
FOEQ on me campaign credit cud mat were also subimtted for reimbursement
directly to the Candidate and me Candidate's wife. The remaining $837 were
campaign credit cud charges (paid for by FOEQ for penonal items such as CD's,
airfinre, department store purchases, jewehy, groceries, gas, arid membership fees
where the Candidate stated he used me wrong credit cud by mistake.

The campaign manager reimbursed $1,018 for carnpaign credit card charges (paid for
by FOE!) for personal items such as drug store purchases, a studio tour, lodging, dry
cleaning, a hair cut, and flowers.

B. Unauthorized Ezpendtares. In November of 2003, FOEI identified unauthorized
expenditures made by • campaign woifcer between October 9,2003 and November 14,
2003, totaling $30,504 that were paid wim campaign tads. The campaign woricer forged
campaign checks totaling $28,012 to himself and varkxis vendors and made unauthorized
campaign credit card charges totaling $2,492. FOEI stated tihat the campaign worker
evidently went into the campaign manager's desk drawer to get me checkbook, and
obtained the credit cud data from credit caMstatetnentsmatwereonthecanmaign
manager's desk. Not all the campaign's losses were detected and reported in time to be
reimbursed, although $21,173 of the bank rraud was reimbursed by First Fideh'ty Bank
because the bank had accepted and processed checks wimtalsesigMtures. The
campaign worker was apprehended, prosecuted, sad is cunentiy serving a th^

at an Oklahoma State PemtentiaiyfbrenJicralement Subsequent to this
activity, during me review of disbursements, the Aiictit staff identified ad^
checks totahng $4,139 to various vendors.

The Audit staff discussed mis matter with the treasurer at the ent conference and
provided schedules of the transactions noted above. In response, FOBI provided copies
of cancelled checks, affidavits of unauthorized activity, bank reimbursement
documentation, and news articles relating to me embezzlement

Ua\BuBH^TUalK ^^sifls l̂liC AGaHBHS^I^^C AHsV^Bsv^^^BiaHHBM^Bls^KBVEslBM^K ••^Hv^K ^^ps9^ îB^BU^^EBB^Bi wCaHflB^D^vHaVsft

A. Personal Use. The Audit staff leoommended mat FOm provide ejvidencc that Ac
$6,321 ($8,936 - $1,597 - $1,018) in expenditures described above were campaign or
officeholder CApcuses and not for personal use. Such evidence was to consist o£

1. invoices, receipts, minutes of meetings, agendas, itineraries^
2. names of orgaiiizatiofis mat sponsored tirps;



14

3. any other written record which would document the specific campugo apolitical
ptirpose of the charges; or

4. additional CXIMHMT^ or Ttl^<Mlflif IQK 4ww^cntiitkFn showing t'K** the automobile
in cjonfbnnanoe with AO 2001-3.

Absent men evidence, the Audit ataff recommended mat me Candidate lehnbune $6,321
to FOEI and provide evidence of the reimbuz8ementG.e*acopyofthefnmtandbackof
the negotiated check).

B. UnaitkoriiedExpcnditirei. Since the treasurer stated his intentions to close FOEI
in the ngar fttiirfr the Audit tfrff rftCfrrnrncfided that FOKT Mfrmit any ™'flw
it considered relevant.

fa rfttpmum tft flu? inttirim m&* "yre*
negotiated idmbunonMnt check from the Qaia^tB for $3,189 and a aigned statement
from me campaign manager acknowledging mat expenditure* totaling $1,135 were for
hu personal iise and woiild be rounbuned to FOEL For the remaining amount $1,997
($8,936-$2,615-$3,189-$l,135), FOEI provided evidence mat me eoDendimna wen not
forpenonaluse. Therefore, the Audit staff concluded mat FOBI made expend^

use of Candidate and fftp^paJflF1 maiuigffr totaling $6,939.

I Finding 4. MJMtatement of FinanciaU Activity

FOEI had material miastatementa of reported activity m bom yean covered by me audit
In 2003, FOEI understated its disbursements, m 2004, FOmiinderstatedh receipts and
disbursements. As a result of these misstatements, FOEI also reported
hand amounta in both years. FOBI filed amended reports after notification of the audit
that ffflrrftfftftd 1hc misstattmffnt ^f rwdrrti in 2flH4; Kff™
and cash-on-hand amounts wen still misstated, m response to me interim audit report
recommendation, FOBI stated mat imena^d reports would be filed by May 31, 2007 to
correct me remainirigmisstatements.

Contesits of Reports. Each report must disci
• Tim •nMwnt nF^fJiwm-hatitl at fha h^gitmitig tmA and ftf Hhm repmting perinH;

• The total amount of receipts for the reporting period and for the election cycle; and
• The total amount of disbursements for me reportirig period and for the election cycle;
• Cfftain tnmaafftinna that rrqmre rttrnizBtiftn ftn Sdimhilft A (fttani^l pff^iptff) ftr

Schedule B atemized Dubursemcots). 2 U.S.C. §434(bXl), (2). (3), (4), and (5).

A oomparison of reported activity to bank recoids revealed that FOEI had misstatcnients
m2003and2004. The following outlines the dlscrepanciea for each year and expuuns

fi

7 fa a totter to the Reports Analyrii DhrWon fflad on November 20,2006, the TreMuwriWed flat FOEI
ivss in Ac praccsi of clonus ™e i
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2003 Activity

Opening Cash Balance
@ January 1,2003
Receipts

Disbursements

RndniB Pflih Balance
@ December 31. 2003

Reported
$ 738

$928,720

$326,648

$602,810

Bank Records
$ 4,470

$939,540

$359,270

$584,741

Dbcraancy
$ 3,732

Understated
$10,820

$32,621
Understated

$18,069
Overstated

Dbbuwmemts - 2003
Tlie understatement of disbursements was the net result of the following:

• DisbwemeatB Not Reported
FOEI did not report fifty payments to vendors that should have been
disclosed on their 2003 reports. Of this amount, a single payment to
one vendor of $13,500 for campaign research should have been
disclosed on its 2003 Year End Report

• In Kind ContrUratioai Not Reported
FOEI did not report In-Kind contributions received from nine political
committees.

• Disbursements Overstated
Amount includfts two chi|cki totaling $857 fl*** were erroneously
reported twice and three reported amounts totaling $581 that could not
be traced to bank records or FOBFs check register.

• Incorrect Reported Amounts (Net)
Amount includes ten checks where the amounts reported were
different from the amount clearing me bank.

+ $25,254

8,555

1,438

250

Total Net Understatement of Disbursements $32,621
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2004 Activity

• •Aaiswvejaî B1 • ttain SjHOIaaiav^Mh

©January 1.2004

Disbursements

aTw^lJeAA a^^eMisjvi UttlaavMtA

©December 3 1.2004

Reported
$ 602,810

$ 748,328

$1,045^17

$ 305,820

Bart Records
$ 584,740

$ 774,430

$1,050314

$ 308.856

Dtocrepocy
$18,069

Overstated
$26,102

U-j— ^ • - •Dderstatea
$4,997

$ 3,036
Understated

Recdpti-2004
The undentatemeat of receipti ww the result of the following:

• Receipto Not Reported
FOBI did not report contributions received from twelve political
committees sud one Ttyhan nation.

FOEI incorrectly reported a contribution of $2,500 from apolitical
littoe as $1,000.

• Oflsets to Operating Eipenditnres Not Reported
FOEI did not report two refund* from vendors.

• Interest Received from Bsrnk Not Reported
FOBI did not report the monthly interest received from the money
market account.

• UBexpbmed Difference

+ $13,190

• UfOnd Contributions Not Reported +
FOBI did not report twelve In-Kind contributions lecdved torn dgjbt
political <

7,323

1,500

1,273

1,165

1.651

Total Understatement of Receipts $26,102
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DMmemcarts-2004
The uadentatement of disbursements was the net mult of the following:

• Dtsbvsements Not Reported + $91,754
FOBI did not report operating expenditures totaling $74,754 md
contributions to other political oommhtees totaling $17,000 diat were
made thru the 30 Day Post-General Report period ending November
22,2004.

- 95,707
The 2004 Year End ("YF1) Report (11/23/04 -12/31/04) disclosed
disbursements totaling $143,209. The correct amount of
disbursements that should have been reported on me YB Report is
$53*491. Therefore, FOBI oveiBtateddisbunements on the YE Report
by $89,718 ($143,209-$53,491). FOBI also reported three
disbursements in other report periods totaling $5,989 tiiat could not be
traced to the bank or FOBI's check register.

• !• HndCortribstfoDi Not Reported + 7,323
FOEI did not report twelve In-Kind contributions received from eight
political committees.

• Incorrect Reported Amouto (Net) + 2,754
Amount includes forty-three checks where the amounts reported were
different from the amount clearing the bank.

• Unexplained Difference - 1,127

Total Net Understatement of Disbursement! $ 4,997

FOBI misstated cash-on-hand mrougMit 2003 and 2004 due to the errors described
above. On December 31,2004 the cash balance was understated by $3,036.

FOEI filed amended reports after notification of the aiidit that corrected me rm^statement
of receipts in 2004; however, disbursements in bom years and cash-on-hand amounts
were still

The Audit staff discussed mis matter with the treasurer at the exit coiiibrence. In
, the treasurer stated he would amend the appropriate reports as necessary.

Interim Audit Rsjport
The Audit staff recommended that FOmffleaineiKled reports t5w 2003 and 2004 to
coirectmeremamimjmiastateinentia^
report to coaect the cash-ofi-hand balance, m response to me interim audit report
recomniendation, FOEI stated mat amended reports would be tiled by May 31,2007 to
conecttheiemainmgmisstatenients.
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[Findings. Diiclosnre of Receipts

A review of contributions from polftcdcoimiuttees revealed FOEI did irt
fllflfilOAA "ifJa^ ffjjflUlffftn Mlwttn'WMfflftM yHa*CI wliAfl. aMMflfMaflfl VBDOaffA flfflflaT VlflfuiiCflnOVi OY wn0
VMMWW VW •W1HMMWW ••••(̂ •••̂ ••••IWMfl* ^ ^^mmm •••̂ W •̂•••̂ •••IV r̂̂ V M^^V^TBMP ^MAOTNi •^WVaAAVr^MvV^FVM ^T* «BMP

audit that materially corrected the disclosure of uiese Hems.

A. ReqaMIifoniiataforCoii^ For each
contribution finm a political coinnuttee, the reportmg committee must pro^
lOllOWIIlfiJ HuiUlMilOfl?

• The committee's name and address;
• The date of me receipt;
• Tne amount of the contribution; and
• The election cycle-to-date total. HGFR§104.3(aX4)and2U.S.C.

8434<bX3XB).

B. Electkm Cycle. The election cycle hegins on the first day foUowingthedateofme
previous general election and ends on the date of me next general election. 11CFR
§1003(b).

A sample review of contributions from political committees revealed FOEI did not
accurately disclose me i^uiredinforniation to 25% of the items tested. These enora
inchide the inaccurate reporting of the contribution amount, the election cycle-to-date
total or the contributor address. Many of the enon appear to have been caused by
inconsistencies when entering contributor information into FOETs database. FOEI filed

lly t*vr*rt*A flu* rii«nVi«in» of

these items.

The Audit staff discussed this matter wife te treasurer at the exit conference.

Interim Audit Report Reoommendatkm sud Committee ReepooM
The Audit staff recommended that FOEI submit written comments it considered relevant
FOEI provided no further comments on tfM* matter

Finding 6. Disclosure of DUbnr»ementa)

A review of disbursements revelled that FOEI Med to disclose or maccuratery disclosed
me leqnirad iniofmation. FOBI filed aroended reports after notific^on of me audit tha^
corrected some but not all of u^ disclosure disc^^ m response to the mterim
audit report recommendation, FOEI stated mat ameodediepoita would be filed by May
31,2007 to correct the disclosure of disbursements.
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A. Reporting Operating FiipmdiUupei. When operating expenditure to the
penon exceed $200 an election cycle, the committee most report the:

• Amount;
• Pate when tf*c eMEff^HuHii WCTB madei
• Name and address of the payee'; and
• Purpose (a brief description of why the disbursement was i^ 2

U.S.C. $434{bX5XA) and 11CFR §104.3(bX4Xi).

• Adequate Descriptions. Examples of adequate descriptions of purpose" include
the following: dinner expenses, media, salary, polling, travel, party foes, phone
frfltilra travrf ••pflflfffff, fryffl fIftlHillltft ™TlflHlCTflll<*1* CTtCTIIW ffOfftff lO8H

or contnTratkm refund 11 CFR 8104.3 (bX4XiXA).
Inadequate Descriptions. The fellaanng ^afe^jpii^na (|ft HO* «*gg* tf»a ffgqi"reTIMillt
fbrrq>ortmgMpiirposev': advance, election day expenses, other expenses, expense
reimbunement, miscellaneous, oiitside services, get-<rat-the-vote, and voter
registratioiL 11 CFR §104.3 (bX4XiXA).

C. Credit Card Traasactiou. In the case of operatuigexperKlrtuies charged on a credit
card, a committee must itemize a payment to a oeditcanlconirMny if the payment
exceeds the $200 aggregate threshold. The committee must also itemize, as a memo
entry, any specific transaction charged onacredtcardiflhepayrnenttotheactual
vendor exceeds the $200 threshold. 11 CFR §§102.9(bX2) and 104.9.

D. ContrflMtioM to Other Federal Candidates. When h^miaing a contribution to
another candidate, the committee must report tTMinforrnationUsted above. For

afB|Br>^ **M*a

state and, if applicable, Congressional district, and me dection for which me contribution
was made. Contributions to other candidates are inchided in the total for Line 21. 11
CFR§104.3(bX3Xv).

A sample review of operating expenditures itemized on Schedule B revealed that FOEI
fidled to disclose or inaccurately disclosed the required mfinmation for 30% of the hems
reviewed. The enoncxinsifted of reporting the mconvctveo^ The
Audit staff also identified diffhunw^^tf riiflctoood with a purpose ̂ »** inaocuTatftly
described the reason for the disbursement FOEI filed amended reports after notification
of the audit that materially corrected to

A review of contributions made to other poHtical committees revealed that FOEI did not
disclose the office sought, the state, and/or congressional district of the recipient
candidate for contributions totaling $24,395. FOEI filed amended reports after
notification of the audit mat fidled to correct the disclosure of tfiese items.

* Payee mem the poaon^ioprovideifliesoodt or ictviceitotfae^MiHiinnfi. UCFR§lQ2.9(bX2X9(A)
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A review of payments made to credit cod conipaines revealed that FOEI did not disclose
memo entries totaling $83,284 on Schedule B. The credit cards used for these purchases
wen in the «ytn^ of the Cffvtf^^tg w^ the transactions inchidfld but were not limitftd to
airUne tickets, lodging expenses, and meal expenses. These memo entries an required to
disclose die name and address of (he original vendor, as weU as the date, anxrant, and
DuiDose oi ine) oiuDnai ourcnase. y^jiBi 0100 amcnuou reports after nonficBitiofi oz the
audit that corrected the disclosure of hems totaling $40, 106.

A review of remibursemcnts made to the Candidate and his spouse nlff? revealed flint
FOEIdidnot disclose memo entries totaling $1,306 on Schedule B. The amount
primarily hxhidos lehnbunemcnts to the Candidate's spouse for mail expenses and an
airline ticket Bfffflf fil^ ynaklffd reports after nfrtifimtfan «f ifag audit fl^t frjjh** *»
correct me disclosure of these items.

The AudftsuuT discussed this maitCTwim FOEIwas
provided schedules of the transactions noted above. In response, me treasurer stated he
would BinanA the appropriate schedules as necessary.

Audtt Ra>port R0oofluiMiiQH!tioii suicl CoflDU&tttoo R0s)posis)6
The Audit staff recommended that FOEI file amended repoits to cx>rrect me disclosure of
the remaining disbursements as noted above. In response to the interim audit report
rennimnflndation, FOEI stated mat amended reports would be filed by May 3 1 , 2007 to
correct the disclosure of disbursements.

| Finding 7. Reporting of Deb t« and Obligations _ |

A review of operating expenditures revealed that FOEI failed to report debts and
Obligations OWed tO SIX Vendon. Tn BMyniMa fn Hia interim audit repnjt MenffimianHMmt^

FOBI stated mat amended reports would be filed by May 31,2007 to correct me reporting
of debts and obligations.

Legal Standard
A. C^tmnoiisReportfa^ Required. Apoh'u'calccimmtteemustdisclcMtheanKnint
and nature of outstanding debts and obHgations until those debts are extinguished.
2 U.S.C §434(bX8) and 11CFR §§104.3(d) andl04.1 l(a).

B. Separate Schedules. ApoUticalcomniitteBniiiatD^separa^
owed by the committee and debts owed to the ccimmttee, together wirn a statement
explaining the circumstances and conm'tionsiinder which each o^)t and obu'gan'on was
incurred or extinguished. 11 CFR Jl04.11 (t).

C Iteiiiiiing Debts and ObUgattons.
• A debt of $500 or less must be reported once it has been outstand^

the date mcinred (the date of tetnm
regularly scheduled report.

• A debt exceeding $500 must be disclosed m me report that covers the date on
which the debt was incurred. 11 CFR §104.1 l(b).
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A maple review of operating expenditures raveded that TOH Mod to report debts and
obligations totaling $18,781 on Schedule! D(Debti and ObHgations). These debts were
owed to six vendors that provided primarily catering or printing services to FOEL To
determine the total amount of debts not reported, ea^ debt wis counted only once even if
it was outstanding for several periods. Most of these debts and obligations should have
been reported on FOETs2004 April Quarterly Report. FOEI filed amended reports after
notification of the audit that failed to inchide the reporting of tibese items.

The Audit staffdiscussed this matter wioiu^ treasurer at n^ exit conference. In
response, the treasurer stated he would amend the appropriate schedides as necessary.

•Wi4^Bivlflsjij ^^WJtflvA1 ^̂ P^BvaMBhavfr ^^P^sitffeffeViJHVijBî siflsitflsB^hvtfa^VBj sMHall a^^^aiejsjBftflBjijvA'̂ sA^B) ^^P^BiaMB^akflsjsv^sk

The Audit staff recommended mat POBI file amended reports to disck>se these debts and
obligations, rn response to the intermaiidft report
amended reports would be filed by May 31,2007 to correct the reporting of debts and
obligations.

| Finding 8. Failure to File 48-Hour Notifications

FOH tailed to file 48-hour notices prior tome general election for 20 contributions
totaling $26)250. In response to flic interim audit report recoiiiincnnalion, the FOEI
treasurer provided a statement wherein he aclmowledged that procedures to ensure the
filing of 48-hour notices may have not always been followed.

Last-MlBvteCootribntkms(4S-HoBrNotke). Campaign comrnittecii must file special
notices regarding contributions of $1,000 or more received less man 20 days but more
man 48 hours before any election in which the candidate is running. This rule applies to
all types of contributions to any authorized committee of the candidate, including:
• Contributions from the candidate;
• Loam from tf*g ftan^idatc »H<I other nonrbank Mvn/CTi 9**$
• Endorsements or guarantees of loans from banks. 11 CFR§ 104^

A review of those contributions of $1,000 or more that were deposited during the 48-hour
notice fifing period for the general election revealed mat FOEI tailed to file 48-hour
notices for 20 contributions totaling $26£50.9 These contributions were from 15
irKfa'viduaUaridSpoHticdcxminiittees.

FOBIwiiii
>WVL^ A«**I2* *t^£F^^mmm^^^mA1DO JiHuu HsUI raVlflWOU

depodHmdpdflrim the 48-hour notice period to deteuiiiic which coortbatioiiti»iuircd>4g-l^
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This matter was discussed with the treasurer it the exit conference. The Audit staff
provided Mh«failei of Aecontributioni for wM In

j, the treasurer provided evidence that 48-hour notices for two of the
contributions totaling $2,250 woe filed on November 2,2004, the date of the genersl
election. Since these two notices were untimely filed less than 48 hours before the
general decttai, they are mdiiottwhiitto
with the filmg requirements for 48-hour notices. FOEI provided no further explanation
for why me remainuig 48-hour notices were not filed.

Interim Audit Report Reconiin«m«iitk»n and Committee Resjpoaaa
The Audit stsffiecommended that FOEI provide evidence mat these 4&4wur notices
were timely filed or provide any fiirthercominentsh considered relevant In response to
me interim audit report recomtwiiKiarion, me POEItreasiirer provided a
wherein he acknowledged that procedures to ensure meriting of 48-hour
have not always been followed.

I Finding 9. Untimely Deposit of Contribntlon»

A review of contributions revealed FOEI did not timely deposit contributor checks. In
response to the interim audit report recx>mmendationv the FOBI treasurer provided a copy
of a previously submitted statement wherem he acknowledged that pnxxdures to ensure
the timely deposit of contributions may have not always been followed.

A. Deposit of Receipts. The treasurer of a political committee must deposit
contributions (or return them to the contributors witix>m being depodted) within 10 days
of the treasurer's receipt 11 CFR §103.3(a).

A sample review of contributions from political committees revealed FOEI did not timely
depodt 73% of the contributor checks reviewed. Also, a sample review of contributions
from individuals revealed mat FOEI did not timely deposit 53% of the contributor checks
reviewed. In detennining the timeliness of contributions, tiw
contributor check date with the bank deposit date.10 As a result, the Audit staff
determined contributions were deposited up to 122 days late.

The Audit staff discussed this matter with the treasurer at the exit conference. In
response, the treasurer provided a statement that explained that MAa a matter of internal
control, the Gnmuttee to The
procedure is to copy all checks along wilh the deposU ticket and take the deposit of
contributions to the bank daily when the depoat is larg^ and/or at least once a week
regardless of me size of me deposit The deposit shcuU be made by an mdividual
separate fix>m the mdivio^recordmg After reviewing me deposits it is
apparent that this policy was not always followed. The Gmmrittee has again stressed

* Tlis Audit itiff calcolaled the due of receipt ai three dayiftom the date ootfaeooatribaton check to
•How fbr ddivwy of we couliiPutiOD.
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timely deposits and now the individual nuking the deposit lax [sic] us a copy of the
deport ticket and the contribution! are reviewed via intanet and mxmcUed by our ftaff*.

lufiMl^ii Audit RSifMlrt BSMMUIIflaSffidsutlflll, ••*! CommittM•^W^VM BB1V MMVPHW W^^V^V^^V W M^P^^^^H^MBM^P^W^HBVM^V^B VB^HW ^^^VBVBMHBMW^P^V

The Audit staff recommended that FOEI provide any fintherconmients it considered
relevant In response to the interim audit report recommendation the FOEI treasurer
provided a copy of a previously subnihted statement wberan he acknowledged tn^
procedures to ensure the timely deposit of contributions may have not always been
followed.

| Finding 10. Disclosure of Form 3Z-1

FOEI filed Form 3Z-1 (Consolidation Report of Gross Receipts for Authorized
Conunitteei) with its 2003 July Quarterly and 2003 Year End Reports but did not
disclose the conect financial infonnatioa m response to the interim audit report

thff POPT tmrnTrrr prHrtfld • finpy ftf « rrui^'^y »* f̂
wherein he explained that the error was due to a misundentanding of the new filing
requirement and that steps have been taken to ensure future compliance.

Special Reporttaf Requirements. Principal campaign committees of candidates fiar the
U.S. House and the U.S. Senate must file FEC Foim 3Z-1 as part of their July Quarterly
and Year-End Reports in the year proceeding the year in which tto general election for
the office sought is held. The information m this fonnalk^
compute their Mgrosi receipts advantage" used to determine whether a candidate is
entitled to an increased contribution limit The following information must be disclosed:

1. Gross receipts to date for the priinaiy and general elections,
2. Aggregate amount of contributions from personal funds of the candidate for the

primary and general elections, and,
3. A calculation of gross receipts less me candidate's peraonal contributions for each

election. 11CFR §104.19."

FOEI filed Form 3Z-1 with its 2003 July Quarterly and 2003 Year End Reports with
incorrect financial information.

Using the electronic data provided by FOEI, fheAiim't staff delemimed gross raoei|iai for
the primary election of $470,983 and for the general election of $2,150 should have been
disclosed on Form 3Z-1 included with fts 2003 Ju|y Quarterly Report FOEI disclosed
gross receipts for the primary election of $427,297 and no gross receipts for the general
election.

futng of nil HUIL
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For the 2003 Year End Report, Fonn3Z-l ihould have ducloscd $933̂ 83 for the
priniiry ejection wd $24,014 for the gpniBral fltectiioiL Hlv9iemf, FQBI ̂ •ffliMftd no stou
receipto on Fonn3Z-lbKliidod with its 2003 Year End Reprat There were no penonal
contriboticnu by the Candidate in 2003.

The Audit staff discussed thii matter with the treasiner at the exit conference. The
tnaiunr responded with a statement that explained tiieenor was due to a
misunderstanding of the new filing requirement and that steps have been taken to ensure
future Gomptii

f n Interim Audit Itepoft
; FOH provide any further comments it considered

vj relevant. In JBS|KIIISB to the intenni audit tepoit igc^Miiinfindatiffnt tne FOCI treasurer
O provided a copy of a previously submitted statement.

Q


